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Your npplication for rocogr,ltian~of-cassption from ~ c d e r a i  incorn tax  rra 
m organiaotloo deactibed i n  aection 501(c)(3) of t h e  In ta tno l  Revenue 
Code hnn  bear, eonsidcred. 

TILL lnfarrnntion eubeitted disclooan ehnr you ware iocorporatcd undar rba 
Idua of thc State  of ******  s on ****** **** ***** . .- . 

Your purposcll stet  

". . . .cxclurivoly f o r '  chnr i t sb l c  and ediacationa; purposes, i n c l u d l n ~ ,  
f o r  such ptirpoare the mnking a€ diatr ibut lons  t o  oryanirstlons that  
qua l i fy  8s exempt orgenizaticne undar scct lon SOl(c)(j) of the 
ttrernal Muveuc Code of 1953....r" 

Your ;e t lv l t i ca  are t o  provide cotlnsbliag r o  lhdfvidunls vf t h  pcrsonol 
problcme. You a l s o  cake avallnble a fac l l i cy  for  coderoncer, board 
mpcrioga of orenientfone and for v i e i t L n p  m i d a t e r s ,  s v a n g e l i ~ t o  or 
epeaksrs a t  locnl  churchas. 

Ycur support  is f rom contrikations. 

I' i Your orgnniocrtloa i n  r,oc open t o  mrnbetclhip and i e  controllad and 0periI t~d 1 : 
!: by its officeto asd the Board of Directors connleting af thrco peroone. 
? 

On********** **  ****, tba orgrnizst lon anterod, i n t o  a leaaa agreement u i t h  
1:s incorporators and ofEice.re, *** *** * * *** . The rental t e r m  of the 
contract fire f o r  ******  pcr month, or $******  pcr year and m e t  bn paid 
i n  full fur  tile current yenr by jecembar 3:s~. To etipport.thfs rental . 
contract. the urgonizutlon providcd sn Indaptmdsnt ~ p p r s i s a t  f o r  tbc 
contract nEauat. 

Tkc orgnaizstiori c:st~.bliobed the cr l ter ix .  of the fac i l i ty  bnscd, on 
privacy. Your oclcetion was baaad 6n the  fact that I t  pcnaftted . , 
unob?lcrvr.d novelrent by c l i e n t s  sun for on atmouphare of privacy. -. , 

5 .:": 



******* ****** ***  

Ttic reconst ructed rocorda of t h e  f a c i l i t y  uaago rhous that  during t he  
f i r s t  corporate  pee r  i t  uae u t i l i z e d  **% of t h e  time. 

The o r ~ o n l r a t l o n  used *** ; of Lte incoaa i n  tho f i r s t  corporate  yrnr f o r  
r cn t ,  yard maintananen and r s p s i r r  f u r  t h c  f a c i l i t y  it rented. 

Suction SCJI(C) o f  tho code d e e c r i b s  c o r t a i n  organtzat ions  oxemyt from 
l e d o r a l  incose  tnx under roc t ion  SOl(cr):,and reeds, in  pnr t ,  an  iollo-do: 

Corporutlona, *** fund, or foundation, arganized and 
operated exc lus ive ly  for r e l i g i o u r ,  cha r i t ab le ,  e e i u n t i f i c ,  
*** l i t e r a r y ,  or oducat ional  purpoaen, cr LO Pontar z a t i o n n l  
o r  i n t e r n a t i o ~ l  amateur e p s s t e  c w p o t i t i o n  (but  only i f  no 
pn r t  of ite a c t i v i l i e e  involved the  p r o v i r i o ! ~  of  a t h l e t i c  
f a c i l i t i e s  o r  equipment), o r  L C  tho prevent ion of c n t a l t p  t o  
c l ~ i l d r c n  or  animklr, no y a r t  of  the  tlct cscuraings which inu re5  
t o  thc bene f i t  of nny p r i v a t e  ahareholder o r  indivudual,  no 
oubn tan t i a l  pa r t  04 the  ~ r c r f v i t i e e  of which is carrying on. 
propaganda, or a f h e w i a e  a t t a p t i n g ,  to influonce l e g i n l e t i o n  
(except as otherwise provided i n  vubscctlon (h)), and which 
doca not p a r t i c i p s t c  in ,  o r  iutorvena i n  (including the  
publ isbinp o r  d i s t r i b u t i n g  of at.oteuunta), any p o l i t i c a l  - 

conpainn on behnlf of any candidr ta '  f o r  public office." 
'h 

Sect ion 1.501(~;1[3)-1 of tttc r e p a l s t i c n o  yrovidos,  i n  pa r t ,  er f a l l o w ~ t  

'{n)( l ) ln  order  t o  be oseupt .an  an oryaniz 'dtioa dcecrihcd i n  
sclction 501(:)[3), a n  orgnnieat idn m a r  bc both organized, and 
opcratad exclus ively  f o r  one o r  more.of the purposes sperlf,2cd 
in a u c l ~  eection. I f  on o r ~ a n i t e t i o n  f a i l s  t o  meat o e a t  e i t h e r  
the organivot ional  t e s t  or t h e  opera t ional  t c s t , ' i t  i n  n o t  
cx2mpt .- 

"(a)(Z)Ttre t e r a  'oxcmpt purpGaa o r  purposes,' 80 used i n  thL. 
src t ion.  waane any purpose or purpoads gpaelfirt! l a  se5tion 
SOl(c) '  ', eu dcEincd ~ u r !  ilrbttrfitod ln pntagrapl~ (d) of t h i s  
a o c t i o ~  

" ( c  j (2 )  LlstrfbuLion of earning@. An orgpnisot ioh is' not 
opcratod exclus ively  f o r  one o r  nore  exempt purpoeaa 'if L t s  not 
earrlin&o inure I n  ufrole or i n  p a r t  t o .  the benefit. of p r i v a t e  
shnreholdcre o r  indlvfduale.' 

i n  Jenct.ict Clnsbers, 46 T.C. 47 (1966) a ' nonpro f i c  corporation was 
forned t o  dredgc a nnvieable arnterwey f ron t ing  t b e  pioparry of Its 
c a b e r s .  T h i s  virtcrway uns  S i t t l a  uiad by , t he  gtauarol.pub1io but its 
nav igab i l i t y  g r e a t l y  a f f ec t ed  t h e  vmluo-of member's propurtiun. A i e o  . 

I , .  
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evtdencc nhoved thnc thu Lcontr ibut iane"  come oololy  l r o n  mcmbcrr and wcrc 
proportionabla t o  t h e  voluc of t h e i r  propctty. Bascd on ihcoo f ac t s ,  i t  
was held  t h a t  t he  corporat ion was not  char i tub:  , but was sa rv ing  p r iva te  
purposco. 

i n  Be t t e r  Buoinaso Bureau of tluehingion D.C. Ine.  v. United Stnces,  326 
U.S. 279 (1945) t he  Supremc Court held t h a t  a b e t t e r  husineoa bureau nos 
cot  cxclusivcly aducntloosX or chnr i tablo .  I r e  a c t i v i t i o o  were i n  p a r t  
cilmcd a t  p r m o t i n g  t h e  proopority and atondlng of the business c m u n i t y ,  
even thoug11 t l ~ u r e  vns  n leo bane f i t  t o  tho public. This conat i t i t ted  
ouberrtntial  p r i v a t e  bena f l t  t h a t  precluded exemption. 

I n  John Harsha l l  Lmr Scl~ooJ v. U.S., 81-2 U.S.T.C. 9514 (et .  c l .  1961) 
the cour t  found that tho corm~issiolr-r meted propcr ly  i n  revoking exemption 
under 50 l ( c j (5 )  on t h e  groucids of i n u r f ~ l o n t , t o  the  con t ro l l ing  offlccre 
nnd t h e i r  fuslilfeu. The inuramcnt included, but wan not l imi t ed  to ,  
plrymante t o  the fplcmilics ae f o l l w s :  automobile, education and t rove1 
*xpcnscu, lnauronce po l i c i ce ,  baciketbnll and hockey t i ckc to ,  in tereet - f rca  
l o ~ n s ,  hone repnire find pareonal houachold furnishingti. '- 

Altbouptt, you hove ottcmpted t o  slow a beanf i t  t o  the  gane ra l .pub l i c  i t  Is 
not exclusive i n  na tu re  a o  us t o  preclude exunption. By rcjnting your 
f a c i l i t y  from your incorporntoru and of f i ce re .you  ore providing n p r i v s t c  
bcaef i t .  Bo thun, sa c i t o d  i n  Begulntlona 1.501(~)(3)-(b) and the  Ec t to r  

Accordingly, i t  ifi held  thn t  you nre not e n t i t l e d  t o  exemption f rom 
Padcrnl iricoae t ax  under sec t ion  501(c)(3) of t l ~ a  Code, and pw arcs 

. requlrad t o  f i l s  lncwc t c x  r e t u r n s  on Form 1120. . 

I f  you do  nor sgruc ui t l i  thoee conclusione, you may, v i t h i n  30 days frcm 
tllc dnte of i l > f s  l c t . t e r ,  f i l e  tn  d u p l i c a t e  n br i c f  of t h e  f s c t s ,  law, and 
areurnant t h a t  c l e a r l y  sets  fo r th  ymrr f us it ion. I f  you donirc a n  o r a l  
J l o c u ~ e i o n  of  t h e  lenue, pleeac indfjcal.0 ih:r i n  your proteet .  Thc 
enclosed Publ ica t ion 892 g i v e s  ios t ru~t lv : : .  i o r  P i l i n g  a proteot .  

i t  you do tct f i l e  n protcst  w i : i ~  t l l to  offico wi th in  3G dttya of thc  data 
of t i l l& repor t  o r  l r t t t r ,  tllle proposmd Jcttorclinetion w i l l  become f i n a l .  

If you do LGL ~ I - G L C L I ~  .ihls proposed de ta r s ina t ion  i n  n t imely mnnnar, i t  
wlll t o  considered ly the l n t e r n e l  Revenue Service  ne a f a l l u r e  t o  exhauet 
avui lsbJe  a b i n i e t r a t l v c  remedies. Soct lon 742C(b)(2) of the I n t e r n a l  
Rcvefiue Cadr provider i n  p a r t  t h a t ,  "A Coclnratory judg~nent o r  ducrae 
under Chi& s u c t i o n  s h a l l  not bc iasuud i n  nny proceeding unless  tho Tax 
Ccurt,  rbc Court of C l a i m s ,  o r  the  ~ i i e t r f  *t cour t  of t he  llnited Staree f o r  
the  D i s t r i c t  of Columbia d e t u l d n e a  t h a t  Cne orgnniaat ion involved hoe 
exhausted a d n i ~ t i r t r o t i v a  rcmcdire svo i l ab la  t o  it v i t h i n  tilo In t e rnn l  
P.avenue Sarvicc." 
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If ellla determination l e tror  bocomorr a f inn1 detokinatibn, we wlil notify 
the appropriate State O?ficfnla, so requireil by aection 6104(c) o f  ,the 
Code, the t  bnsod on tbe.inforclatioa we have, oa aro uaebla,to recognioro 
you ne an otgnnlaatio~r of the  typa deaeribrd in,Codc eer t i cn  SOl(c)(3). 

I t  you obrce ~ i t n ' t h e e ~  concliisione or do not *:ah t o  f i la ,e 'wrl t tba  
protent, plcaoe sign an1 return Pam 6018 i n  the &closed eelf-addrosaed 
envelope a s  Boon a s  poas.tb3c. I 

.t . . . . 
?.,.'!, 

. ! < I  . ,:<. If you hnvc nny EtcrtLcr qkc~tiona, please contact Chc pcrooa whoec nnme . 
,, . . 
,I. . 

and telephone numbir ere rbmn at  tho beginning o l  t h i s  l e t ter .  ,. 

it 
p ..-. , Sincerely youre, : 

Kncloaurcec 
PublicatLon 892 
Form 6018 
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